The objective of this paper is to determine whether the participation in social organizations, which are commonly defined as a form of social capital, represents a complement or a substitute with respect to emigration. The nature of the relationship depends on the motivations behind the two choices, which induce the households to join a group and to invest in migration. To address this research question a bivariate probit model is employed, in that the decision to migrate and to join a social organization are estimated simultaneously. Both temporary and permanent emigration of the household are addressed. The results of the empirical estimation reveal that families participating in social organizations are more likely to send siblings abroad permanently, as they may receive from the social network important information that is crucial for permanent emigration. Hence, social capital performs a role as complement to permanent emigration.
Introduction
The fall of the communist regime gave birth to a massive migration movement, which was, to a large extent, the most significant social, political and economic phenomenon experienced by Albania. Initially, this outflow was due to the end of the controls on internal and external migration, although in a more advanced phase, the political instability and the economic downturn gave further impetus to emigration. Italy and Greece are the most important host destinations for Albanian migration. Albania, notwithstanding its effort to build the foundations for a market-based economy, remains one of the poorest countries in Europe. Per capita income is one of the lowest among the transition economies and poverty is pervasive, with 25 percent of the population living in poverty (World Bank, 2007) . The poverty experienced by households induced strong migration pressures.
The government of Albania estimates that the number of Albanians abroad in 2005 was over one million, representing 30 percent of the total population.
The economic literature has recognized that social network and peer groups play a strong role in challenging poverty and vulnerability, in particular in the context of poorly developed credit and insurance markets. Self-help groups are found to be a crucial source of income for certain vulnerable catergories, such as women (La Ferrara 2002b) . Social capital is associated with higher per capita consumption expenditures and a lower probability of poverty (Grootaert, 2000; Grootaert et al., 2002; Narayan and Pritchett, 1997) . While the link between social capital and poverty has been investigated empirically, the link between social capital and migration has been relatively under-researched. Given the high rate of emigration and suitable conditions for the generation of social capital, Albania represents an ideal case to study this particular connection.
The research question addressed in this paper concerns the type of relationship existing between social capital and out-migration. In this context social capital is captured by the participation in groups of people who get together regularly either to do an activity or to talk about things. In particular the analysis aims to determine whether the participation in social organizations represents a complement or a substitute with respect to emigration. The nature of the relationship depends on the motivations behind the two choices, which induce households to join a group and to invest in migration. In the case where the two decisions are driven by common underlying factors, it can be expected that social capital and migration act as substitutes for one another.
First, social capital helps reduce risks, as a social network can provide support in case of unanticipated adverse shocks. This is particularly relevant in situations of poorly developed insurance markets, where insurance crucially depends on social connections (Fafchamps and Gubert, 2007a; Fafchamps and Lund, 2003) . By the same token, the migration decision can be generated from a risk-sharing behaviour (Halliday, 2006; 2008; Lucas and Stark, 1985; Rosenzweig and Stark, 1989; Yang and Choi, 2007) . If risk reduction is the main engine for both investments, then an individual values two alternative options in order to mitigate eventual risks (i.e., social capital or alternatively migration). Another market failure common in developing countries is represented by poor or non-existing credit markets. In this context, both social capital (Besley, 1995; Grootaert et al., 2002; La Ferrara, 2002b) and migration (Lucas, 1987; Rozelle et al., 1999; Taylor, 1992; Taylor and Wyatt, 1996; Taylor et al., 2003) represent an alternative measure which assists households in coping with financial constraints. This example suits the Albanian context well, as the credit markets suffer from imperfections. For example, only one-third of all farm households are able to access credit from a private bank, if they were to ask for a small loan to start a business, at an interest of about 11 percent (World Bank, 2007) .
On the contrary, it can be the case that the decision to participate in social capital activities reflects the need to share information. Social capital often operates through diffusing information regarding opportunities, related to labour and credit markets (Granovetter, 1995) . Moreover, the social networks facilitate the flow of information and knowledge between economic agents, whereby actions are stimulated, transaction costs are reduced and additional income is generated (Barr, 2000; Coleman, 1988; Tiepoh et al., 2004) . At the same time, migration is a risky investment and its costs can be reduced by means of a network of social connections. The members of the social group in origin countries can act as a channel to spread important information that facilitates migration (Massey and Espinosa, 1997; Palloni et al., 2001; Winters et al., 2001) . Under this circumstance, migration and social capital may perform a role of complement for one another.
The migration literature to date is replete with contributions that consider social capital as an instrument for transmitting information that facilitates migration. On the contrary, to my knowledge, there are no empirical contributions that investigate the alternative role of social capital in migration, whereby social connections become a substitute for migration as a risk-coping mechanism.
The remainder of the paper is organized as follows. Section 2 presents a brief review of the literature. Section 3 presents a comparison between temporary, permanent and non-migrant families on the basis of selected characteristics. In Section 4 the individual determinants of group formation are studied, building on the work of Alesina and La Ferrara (2000) . Section 5 presents the empirical methodology. Section 6 presents the econometric results and section 7 provides a summary and conclusions.
Literature
The research question above implies that a detailed analysis of the determinants of social capital on the one hand and migration, on the other, are defined. While in the economics literature the decision to migrate has been widely analysed, both theoretically and empirically, theoretical models explaining individual motives for the participation in social groups are limited. As is well known, the migration decision exhibits many similarities with an investment decision and, for this reason, original models of migration described migration as an investment that increases the productivity of personal resources (Sjaastad, 1962) . Conversely, rather than considering migration as an individual decision, the New Economics of Labour Migration (NELM), introduced by Stark and Bloom (1985) , emphasized the role played by the family and it diminishes the prominence of migration returns as the sole determinant of the choice. The contributing insight of the authors is that the decision to migrate may take place within a family or a household context, rather than being entirely a decision exercised in isolation by the individuals. Moreover, income gains from migration should be accompanied by other objectives, such as the minimization of risks or the relaxation of constraints in credit and insurance markets. These collateral motivations are interpreted as push factors in migration.
First of all, migration, by means of the remittances inflow, may perform the role of intermediate investment, whereby households can alleviate capital constraints to eventually initiate or enhance self-employment activities. This mechanism is analysed in Lucas (1987) where the emigration is associated in the long-run with increased crop productivity and cattle accumulation.
These effects are the consequence of migrant's earnings, which are eventually used in activities not otherwise accessible, such as financing physical investments, new production techniques or for the purposes of insurance. In Rozelle et al. (1999) migrant remittances have a statistical and positive effect on agricultural productivity, as measured by production per unit of land, whereas in Taylor et al. (2003) they enhance cropping income. The existence of such effects can be justified only if capital constraints bind, as under perfect capital markets, the impact should be zero. In Taylor (1992) and Taylor and Wyatt (1996) the authors report that remittances have a more than unitary effect on household-farm income, indicating that they allow for the relaxation of credit constraints on household production.
A second motivation for migration under the NELM framework is that there might be a family risk-sharing behaviour behind the decision, which can induce moving even in the absence of wage differentials. This strategy only requires that earnings at destinations are not correlated or inversely correlated with earnings in origin locations. This is, for example, the result reported in Rosenzweig and Stark (1989) , where the households are able to cope with uncertainty and smooth consumption by means of marriage-cum-migration. Halliday (2006; 2008) finds that the households respond to adverse shocks by re-allocating labour within the family and by increasing the number of male family members living abroad. Remittances from overseas migrants serve as insurance for relatives back home, suggesting that migration is among the mechanisms adopted by households to cope with risks. In Lucas and Stark (1985) and Stark and Lucas (1988) the families most exposed to risks during drought tend to receive greater remittances from urban migrants, which act as insurance during droughts. Yang and Choi (2007) report a considerable response of remittances to income shocks, caused by rainfall. In their paper, a change in household domestic income is negatively associated with a change in remittances, implying that any decline in income, due to rainfall shocks, is replaced by new inflows of remittances to the household.
Within the context of risk diversification, the existence of a social network makes migration a reliable and a relatively risk-free resource, implying that strong ties with current or former migrants influence, ceteris paribus, the probability of migration of others within the social network.
This hypothesis emphasizes the importance not only of close ties within the families, as predicted by the NELM, but also of diffuse ties within the community, strengthening the validity of the so called social capital theory.
According to this theory, social networks influence the costs and the benefits of migration, and this in turns expands the migration opportunities. In Palloni et al. (2001) the hazard of outmigration is larger among those who have connections with an older migrant, compared to those lacking this source of social capital. The analysis is computed controlling for the influence exerted by conditions which are common among the individuals of the same network. Massey and Espinosa (1997) find that social capital, proxied by friends and relatives with previous migration experience, helps initiate migration between Mexico and the United States and facilitates additional US trips. In their analysis, the strongest role is performed by migration specific social capital, which are connections generated over the course of migration itself. Mora and Taylor (2005) report that the number of family members previously migrated to US is by far the most statistically significant factor influencing migration. Winters et al. (2001) find a positive influence of migrant networks on both the decision to migrate and on the number of migrants that a household sends to US. In McKenzie and Rapoport (2006) community emigration experience, proxing for migration network, influences the impact of wealth on the probability of household head migration. For a high level of network, the budget constraint is less binding and therefore migration possibilities are extended to the less well off-families. To correct for the possible endogeneity of the migration network, the authors introduce demand-side variables of the destinations, as is found a regular pattern of migration trips from Mexican villages to specific US destinations. In Stecklov et al. (2008) whether 6 the role of the network has a gender component is investigated. It is found that while the family network has a positive influence on emigration, regardless of the gender of the mover, the community network is not-gender neutral, in that the community migration experience influences female but not male emigration. Moreover, female migration is largely affected by a network, composed of female family members, with past emigration experience.
Social capital refers to intangible resources available to individuals by means of a network of relationships. The membership in inter-personal networks and social institutions allow individuals to build up other forms of capital, which benefit their position in society. In the various definitions used to explain the meaning of social capital it appears that one of its ultimate results is the mutual benefit of the network members and of the society as a whole. In their seminal contribution, Putnam et al. (1993) show that the different social structure of Italian regions, characterized by horizontal links in the North and hierarchical organizations in the South, has a large effect on the economic performance of the regions. Knack and Keefer (1997) indicate that trust has a positive impact on economic growth, and the scope of the influence is larger, the poorer are the countries, because of their less-developed financial sector, insecure property rights, and the poor enforceability of contracts.
The literature has also emphasized that an important benefit emerging from the existence of social networks is the reduction of risks. Consumption smoothing and risk sharing through informal arrangements with family and friends are among the set of strategies that households employ to cope with risks under weak formal institutions. The literature that analyses the effects of familybased income transfers on consumption smoothing is vast (among others, Deaton, 1992; Gertler and Gruber, 2002; Jalan and Ravallion, 1999; Ligon et al. 2002; Townsend, 1994) . However, a growing body of evidence has shown that risk-sharing is not complete within village, but it is limited to the members of one sub-network, such as ethnic groups or family and friends. Fafchamps and Lund (2003) , for example, demonstrate the crucial importance of the networks of friends and relatives in the case of unanticipated shock, which provide support by means of gifts and zero interest loans. However, they find that these informal arrangements do not extend to the village as a whole, because of the difficulty for villagers to monitor each other. In Fafchamps and Gubert (2007a) gift and loans serve a risk-sharing purpose among people connected by network ties, but again the households do not engage in links that are optimal from the point of view of income risk-sharing.
For this type of network to be optimal implies different income profiles between connected households but this is satisfied only with increasing social and geographical distance. The problem of enforcement and the rising costs of links with distance reduce the chance that such optimal arrangements take place (Fafchamps and Gubert, 2007b) .
Another important benefit arising from social capital, which proves crucial in developing countries, is related to the credit transactions, as far as social capital directly increases access to credit. Households participating in local associations are more likely to receive loans and they also receive larger amount of credits, because social capital helps build trust, as suggested by Grootaert et al. (2002) . This emerges even if the purpose of the association is beyond financial objectives. La Ferrara (2002b) reports that 64 percent of individuals in a sample of 300 are able to borrow from self-help groups active in local areas in case of need. Ethnic identity sharply influences the individual capacity to borrow from the group through its effect on reciprocity as well as enforcement. This is because within ethnic groups social sanctions are more likely to apply and social norms respected. In this respect, La Ferrara (2003) shows that kinship networks are a valuable mechanism of access to informal credit as the non-anonymity of the dynastic link contributes to the support of the self-enforcing agreement.
The data
The data for the analysis are taken from a sample, consisting of a total of 3,840 Albanian The survey gathers information at individual, household as well as community levels, which include among other things, modules on migration, fertility and social capital.
The sample for this analysis includes 3,094 families, located both in rural and urban areas, and it includes only the households whose heads are of working age. International migration, as well as internal migration, can be classified according to different criteria, namely whether it is a temporary or a permanent phenomenon. Permanent migration defines a move which lasts for a long period, and which may not imply a return to the place of origin. Conversely, temporary migration occurs if an individual moves abroad and intends to return home after a short period of time. The literature shows that the motivations behind returning can be found, among others, in stronger preferences for consumption at home than abroad (Djajic and. Milbourne, 1988) , in higher purchasing power in the origin than in destination countries (Dustmann, 1997; Stark et al.1997) or in specific location preferences (Dustmann, 2001; Hill, 1987) . Yang (2006) distinguishes between life-cycle and target-earning type of considerations for explaining return migration. This study supports the life-cycle approach, in that improved economic conditions in destination countries reduces migrants returns, although it does not neglect the possibility that some migrants are motivated by target-earning considerations.
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The permanent migration status in the ALSMS 2005 is captured through a fertility module, which records the full list of children, who no longer are resident with the family because of migration. In this respect here are classified as permanent migration households, the families who have at least one child who migrated abroad and who is no longer a member of the household. On the contrary, temporary migration households are those whose heads spent at least one month in a foreign country and returned to the family of origin.
1 Clearly, the proxy used for permanent migration has some limitations as it assumes that the children will permanently stay abroad given that they are no longer part of the family, and not through information on time abroad or the reported intention of the movers. Unfortunately, there is no way to capture the future intentions of those individuals who were abroad at the time of the interview. It should be noted that the approach used here to classify permanent migration has been used extensively in the literature (Carletto et al., 2006; Pinger, 2007; World Bank, 2007) . Finally only the most recent episodes of migration are considered here and in both cases, an individual is a migrant if the move occurred within the last year. either temporarily or permanently. These figures suggest that emigration in Albania is still a substantial phenomenon. In spite of the mass emigration that occurred after 1990, and continued till the end of the 1990s, emigration continues even in the face of improved economic conditions. It should be noted that the above rates are based on household-level data, and therefore disguise the effect of multiple migrants per household. This implies that the emigration rates for the population as a whole might be notably larger.
The temporary migration households are mostly headed by males and this draws a significant distinction between the gender attribute of the temporary migration families and the nonmigration households. This conclusion is suggested by the z-score for the difference in proportions reported in Table A1 . On the contrary, 11 percent of permanent migration households have a female head and this latter proportion is in line with the non-migration households (Table A2 ).
The temporary migrant families are overall less educated than non-migrant ones, in that the migration families, compared to the non-migrant ones, are largely represented in the primary education group and are less likely to be in the university category, with a statistically significant difference (Table A1) . A similar picture emerges for the permanent migration families as, compared to the non-migrant counterparts, are more represented in the primary education group and less represented in the secondary and vocational categories, and the difference in proportions is statistically significant (Table A2 ). In terms of educational attainment, the heads of temporary and permanent migration families display respectively one and two less years of schooling compared to non-mover households. This result is in agreement with the present analysis, in that Tirana and the coastal districts are the regions registering the higher per capita consumption levels (World Bank, 2007) and the larger permanent migration. Migration tends to be a rural phenomenon, regardless of the type of migration. Both temporary and permanent migration household are significantly more likely to be drawn from rural areas than non-mover families.
The data also allow on the extension of the summary analysis, given the availability of additional information related to temporary return migrants. Table 2 shows the responses on selected variables, which describe the motivation and typology of stay abroad for temporary moves.
First, it is clear that temporary migrations have a very short duration, with nearly 70 percent of the respondents staying in destination countries for less than six months. Nearly all migrants who have already been abroad previously plan to move again in the future for a short period of time. The occasional nature of temporary migration can be further inferred from the fact that only in a limited number of cases, the spouse and eventually the children follow the head of the household to the destination countries. In the literature this type of migration is defined as circular in that migrant workers move frequently between the host and the source country and they stay at destination only for a short period, such as the harvest season (Dustmann and Weiss, 2007) . The reason for returning to Albania eventually results from an ex-ante intention. Many individuals move to perform a prearranged a seasonal job, which has a limited duration, or they returned for family reasons. Only in few cases did an unsuccessful experience abroad motivate the return (no residence, no work or expulsion). Finally, the individual network which provides help for migration consists of contacts, family or friends at destination, rather than in Albania.
The final issue regards the link between social capital and migration. It should be noted that the measurement of social capital for empirical use has encountered several concerns given the difficulties in finding an appropriate proxy for it. A well applied strategy is to focus on one of its component, namely the participation in group associations (Alesina and La Ferrara, 2000; Costa and Kahn, 2003; La Ferrara 2002a; Glaeser et al. 2000; Glaeser et al. 2002) . 2 As Putnam suggests, involvement in social groups and associations is conducive to generating the beneficial effects of social capital, and therefore social capital and group membership are likely to be highly correlated.
The participation in associations comprises the membership in groups of people who get together regularly to do an activity or talk about things. The household is defined as a member of a group if the head of the household declares an attachment to one or more associations of the following type:
labour related, village, cultural, religious, environmental, youth, veterans, sport, ethnic or other associations. The variable proxing for social capital in this analysis is different from what is typically used in the empirical literature that focuses on social capital in a migration context. In the latter, the social network has a strong migration component, being captured by past emigration experience of family and friends. Here, however, given the larger role that is given to social capital, as it is assumed that social capital not only helps proving information for emigration but it serves as risk coping mechanism, a more general definition is applied.
families, village type groups by 11 percent and finally religious groups by eight percent (see Table   3 ). Very few pay fees to the organizations. About a fifth of members of religious and political organizations contribute with money, and less than ten percent pay in the other organizations.
Placed in a comparative setting, the participation rates in Albania are lower than in other countries, both developed and developing. For example, Beugelsdijk and van Schaik (2005) report that the average group participation within seven western European countries is 62 percent for passive membership, and 41 percent for active membership. Active membership requires not only membership but also active voluntary work for the association. In US, Alesina and La Ferrara (2000) and Glaeser et al (2002) quote that at an individual level, 71 percent of respondents participate in at least one group, and the average group membership is 1.8 per person. In South Africa group participation involves 71 percent of the households, with an average number of membership in 1.3 groups (Maluccio et al., 2000) . In Tanzania La Ferrara (2002a) report that 72 percent of individuals are members of some groups, and the average number of group membership is 1.6 per person. A possible explanation for such low participation in Albania is that during transition many networks of agricultural and industrial cooperatives and work units, which were active during the communist period, were closed or disintegrated (World Bank, 2002) . After the shutting down however no other economic organizations were developed to replace the old ones. Other types of non-production, non-business associations such as religious organizations, charity groups, self-help organizations, and public interest groups have been developed, but they lack mission and participation. Moreover, Albanians demonstrate a sceptical feeling towards agricultural and industrial associations, which remind them of the socialist cooperatives from older times.
The preliminary analysis of social capital and migration in Table 4 reveals that families participating in social organizations are poorly represented in the temporary migration category.
The second column of the table reveals that on the whole sample, five percent of the households engage in temporary migration. However, if we consider only the households participating in associations, the proportion reduces to three percent and it reaches six percent among the nonparticipating ones. Moreover, the difference in proportions between participating and nonparticipating groups is statistically significant. This may provide preliminary evidence that the participation in social groups performs the role of substitute for temporary emigration, as social capital satisfies the same objectives that motivate emigration. In contrast, the permanent migration households appear to be equally represented in the different sub-samples, as indicated in the third column of the same table. In analysing the effect of social capital on a particular outcome there is a fundamental challenge determined by the fact that individuals choose the persons they want to be friends with as well as of the groups they want to be a member. It is argued that people select as friends those persons that are similar to them (Mouw, 2006) . Moreover, it is possible that much of the estimated effect of social capital is generated by the fact that "common social capital grouping are subject to common human capital influence" (Palloni et al., 2001) . The kinship or friendship links underline the existence of shared common characteristics, which induce similar behaviour among the individuals within the group. In this respect, the casual effect of social capital on a particular outcome may simply be the spurious result of a correlation between unobservable common features which, in the first instance, determine participation in a specific group and influence the behaviour within the group. Therefore, to avoid the introduction of biases in estimation, one should net out the effect of common human capital influences that exist within the network. Social capital is thus treated as "an endogenous outcome of decisions that are contemporary to the behavioural migration choice" (Durlauf, 2002) , and estimation requires the use of instrumental variable techniques.
In order to uncover adequate identifying instruments for estimation, a theory which explains the observed differences in the social capital among the individuals is helpful. In this regard, the theoretical model developed by Alesina and La Ferrara (2000) is employed here, where the heterogeneity of the population is identified as one of the determinants of group participation.
The model considers a community where only two types of individuals live: individual type B and type W. The utility from group participation is influenced by individual characteristics along with the composition of the group:
where P B (P W ) denotes the proportion of type B (W) participating in social groups, while the parameter α identifies individual preference toward participating in a group. The model assumes a preference toward homogeneity and that a higher value of the parameter α denotes a lower interest in group participation. 
And therefore, the aggregate level of participation is:
An equilibrium is a group composition (
The equilibrium condition is defined by a situation where for both types, none of the group members wish to leave and none of the nonmembers wish to join. In equilibrium, the proportion of type B in the group (P B ) must be given by:
P W = 1 -P B
The aggregate level of participation S is the share of the total population who participates to a group. Combining equation (3.5) with (3.3) (3.4) (3.7) and then setting ω = B W W + , it follows that:
Notice that ω represents the degree of heterogeneity of the population.
Equation (8) states that group participation is influenced by the degree of heterogeneity in the society, with higher fragmentation implying lower participation. The authors demonstrate that a shift toward a more heterogeneous society, in which the fraction of the most abundant type W decreases and the fraction of the minority type B increases, induces a loss in participants of the type W, which is not compensated by an increase in participation of type B, thereby the total overall participation reduces.
This conclusion is supported by Knack and Keefer (1997) who state that social capital is undermined by heterogeneity. The greater the distance in preferences embedded in a polarized society, the greater the increase in the probability of unstable policy coalitions and this negatively affects trust among individuals. Moreover, on the one hand, polarized societies lack common backgrounds among individuals, and this hinders self-enforcing agreements, and on the other, they are characterised by rent-seeking behaviour, which reduces trust.
For empirical purposes, to proxy for the population heterogeneity, the literature widely uses an index of ethno-linguistic fragmentation (ELF), which is computed as follows:
where i indicates the geographic unit of observation such as districts, j the different ethnicity groups and p ji is the proportion of ethnicity j in the population of district i. 3 Clearly, ethnicity is only one of the possible dimensions along with the fragmentation index can be computed, as the population may differ with respect to other characteristics, such as religion, economic activity or education. As it will be discussed later, in this analysis only the fragmentation in ethnicity and in economic activity are used.
Econometric and Methodology
To estimate the effect of social capital on out-migration, an impact dummy that captures the participation in a social organization is introduced in a probit migration function. However, to control for the existence of the unobservable heterogeneity described above, which may bias the estimated parameters of a single equation probit model, a structural approach is adopted, employing a recursive model, which treats social capital as an endogenous regressor. The recursive structure is modelled by a reduced form equation of the potentially endogenous variable (i.e., social capital) and a structural form equation that defines the outcome of interest. y be, respectively, household's unobservable propensity to migrate and the household's unobservable propensity to participate in group associations. In particular, y 1 =1 captures the extent of migration and y 2 =1 captures group participation.
Consistent estimators of this model could be produced applying a two-steps procedure, where two probit functions are sequentially estimated and the first stage participation predictions are used in estimating the second stage migration function. However, this methodology has the potential pitfall that it fails to account for possible correlations between the disturbances in the two equations and for this reason it is potentially inefficient (Greene, 1998) . A consistent estimator (and one that is fully efficient) is represented by the bivariate probit model described in Greene (2000) .
The key reason for the use of the bivariate probit in this application relates to the notion that both outcomes being modelled are potentially jointly determined, and/or the unobservables influencing the outcomes are simultaneously correlated through some process or other. Therefore, we assume that u 1  and u 2 are bivariate normal, with zero means, unit variance and covariance ρ.
Given the possibility of a non-zero covariance across the error terms, the system of equation is also referred to as a seemingly unrelated regression model (SURE). Despite the two equations in the system contain their own vector of coefficients (β 1 , β 2 ) and for this reason may appear unrelated, the link in the error terms between the two equations is exploited. The estimated ρ captures the relationship between the unobservables governing the two decisions. The test on ρ = 0 is interpreteable as a test on the exogeneity of the social capital variable and in the situation of ρ = 0 the model collapses into two separate independent probit models.
The maximum Likelihood function of the simultaneous model is expressed as: 
To ensure identification, a set of instrumental variables are required. These should affect the group participation (y 2 ), but should be orthogonal to the error process in the migration equation (y 1 ). For this purpose, building on the theoretical model outlined, an index of fragmentation is computed, capturing the degree of heterogeneity in Albanian society.
Empirical Evidence

Single Probit Estimation
In this analysis, consistently with the NELM models in migration, the family, rather than the single individual, becomes the unit of analysis, given that household members act collectively to maximize utility. 4 Migration is thus considered part of a household strategy to minimize risks or overcome liquidity constraints in credit and insurance markets. To capture both temporary and permanent emigration experience, two alternative dependent variables are used in formulating the migration function.
The set of explanatory variables (X 1 ) includes the demographic characteristics of the household, captured by the age and the gender of the household head. 5 The gender of the household head should influence the decision to migrate, as female headed households may be more vulnerable to risks and therefore recourse to migrate more often. Second, to proxy for the human capital potential of the family, the education of the household head is used. The benefits and costs of migration are influenced by human capital, as the returns to migration and the costs and risks of emigration select the individuals in terms of skill levels. For example, low rewards to education in destination markets together with limited risks of emigration because of near-by destinations, are found to be responsible for a low propensity to migrate among the highly educated. Third, to control for unobservable geographical fixed effects, location dummies are introduced along with a dummy variable for urban households. The key social capital variable, indicating whether the household participates in group associations is introduced.
Two measures of household assets are introduced, namely an agriculture landholding variable and an index that records the ownership status of different non productive assets. 6 Given that the sample is composed by both rural and urban households, the landholding represents a good proxy for wealth in rural areas, whereas the non-productive index is better designed for the urban families. These variables measure the household income generation potential and the ability to secure against risk. On the one hand, wealthier households are less exposed to risks and therefore they should have a lower propensity to migrate. On the other, poorer families may lack resources to finance migration, and therefore a greater capital should enlarge emigration propensity.
The non-productive index is computed as follows. Given a vector of variables capturing wealth, W = (W 1 , W 2 , ..., W j ), the index for the single household (I i ) is computed applying the principal component technique:
4 The NELM models were originally developed in a context of rural-urban migration. However, the extension to international migration from developing to developed countries is straightforward given the high income differentials and the low wage correlations between the source country and the foreign destinations (Taylor and Martin, 2001) . 5 The household size is often used as additional demographic factor affecting migration. However, in this study it does not influence emigration propensity and for this reason it was removed. 6 The choice of the non-productive asset to control for wealth in the migration equation is done in line with Rozelle et al. (1999) and Taylor et al. (2003) . Alternatively, the household total consumption can be used, as it is considered a good proxy for household life-time resources. However, in this study, the consumption variable does not exert a statistically effect on household migration and for this reason it was not used. owns the specific asset j and W j and s j represent, respectively, the mean and the standard deviation of the ownership of asset j among the households. Computationally, the principal components are assigned so that the maximum discrimination in asset ownership is provided. In this way, the decomposition of the covariance matrix of the asset variables allows us to define a series of uncorrelated linear combinations of the variables that contain most of the variance. The advantage of this index is that it aggregates into a single measure a range of different variables, which individually may not be sufficient to differentiate the welfare characteristics of the household. In this study, the assets and dwelling characteristics that enter the index are: the area of the dwelling, water and sanitary facilities of the house, the possession of coloured television, phone and terrace. Table A3 provides a summary output of the variables.
The asset index could be endogenous to the migration decision, as it may be influenced by migrant remittances. For example, the assets that enter the index may be purchased through remittances. To limit the potential endogeneity, the index is computed considering the dwelling condition and the durable ownership in 1990.
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The land variable may also be endogenous, as remittances from past migration may be used to buy land. It should be noted however that the land purchase activity in Albania is underdeveloped, despite the right of private property is guaranteed and the transactions are allowed by law. Different factors are responsible for such low development. The land owners are now entitled to land property rights but after 50-years of collective property, are reluctant to sell land. The process of registration is constrained by conflicts between past and present owners, irregular title deeds, high costs of transactions and by the introduction of regulation on the documentation required for the transaction of land (Sabates-Wheeler and Waite, 2003) . Consequently to these inefficiencies, the modification in the structure of land and real estate ownership is limited, and this significantly reduces the potential endogeneity of the land variable.
Column (1) of Tables 5 and 6 reports the results of the single equation probit model, based on the two different migration measures. Table A5 in the Appendix reports the marginal effects.
Overall, the estimated coefficients have the expected sign and the regression models display a reasonable fit to the data, as indicated by the Pseudo R 2 measures. The age of the head of the household dampens the temporary migration incentive, as suggested by the negative and statistically significant coefficient of the age variable in Table 5 , while it increases permanent emigration of the siblings (Table 6 ). This may indicate that the role of the migrant is assigned to the head when the family is young and then it transfers to the children when the head ages. Temporary migration is significantly influenced by the gender of the head. In particular, being a male head increases the probability of temporary migration by one percentage point. This result may suggest that female heads are not in the condition to migrate. In this sample, 77 percent of female heads are either divorced or widow, whereas among male heads the proportion falls to one percent. This eventually implies that the duties connected to the status of single parent reduce the chance to move abroad, even if these families are likely to be the most at need to move. The gender of the household head, on the contrary, has no influence on permanent migration of the siblings as indicated by the non-significant effect of the male dummy. Education is not related to migration decision, as suggested by the negative but non-significant coefficient of the human capital variable. Location marginally influences the likelihood of temporary migration, in that living in Tirana compared to the mountains reduces emigration by 0.7 of a percentage point.
An interesting feature is that wealthier households are less likely to migrate, both permanently and temporarily, as indicated by the negative and statistically significant coefficient of the non-productive asset variable, even if the magnitude of the effect appears negligible. A one unit increase in the wealth index, which is expressed in standard deviation, reduces the probability of temporary migration and permanent migration respectively by 0.2 and 0.6 of a percentage point, on average and ceteris paribus. This may indicate that well-off families have less need of capital through migration, and only those families living in poverty recourse to migration as a means to escape from it. Vullnetari (2007) reports that emigration for Albanians represents a survival strategy. The shortages of job opportunities during the 80s, the high inflation and unemployment, which followed the ultra-liberal reforms in the 90s, and the loss of savings, houses and properties after the collapse of the pyramid scheme in 1997, produced a mass emigration, which became the only means of survival for many households. Albanians consider migration "as the most effective way of coping with the country's disastrous economic conditions" (King, 2005) . Other studies document a negative link between emigration and welfare, corroborating the idea that migration helps mitigate the lack of financial resources (Rozelle et al., 1999; Taylor et al., 2003) .
Controlling for wealth, the ownership of land positively influences the probability of both types of migration. This may indicate that land ownership increases the need for capital, to engage in productive activities in rural areas. The existence of imperfections in land and capital markets renders households with more agriculture landholding more capital constrained. Land, on the one hand, creates demand for complementary investments, but on the other does not represent a direct source of capital to secure against risk. The positive effect of land on emigration is also found in Massey and Espinosa (1997) , Rozelle et al. (1999) , Taylor and Wyatt (1996) and Taylor et al. (2003) .
Finally, the estimated coefficient of social capital reveals that the participation in social organizations reduces the probability of temporary migration by 0.4 of a percentage point, on average and ceteris paribus. In contrast, social capital does not influence the permanent migration of siblings. This result may tentatively suggest that social capital substitutes for temporary migration, in that the household may benefit from social relationships as a source of finance in the case of need. It seems that sibling migration and social membership may respond to different strategies as indicated by the statistically insignificant impact of social capital on migration for this group. As mentioned above, however, the single equation probit model fails to control for the correlation in unobservables, influencing both the participation in a specific group and the behaviour within the group. This omission could potentially bias the estimated parameters in this probit model. It is to addressing this particular issue that attention now turns.
Bivariate Probit Estimation
A structural, recursive model is now estimated, where the determinants of migration are analysed along with the determinants of group participation, in accordance with the system of equations presented in (10) and (11). The vector (X 2 ) of explanatory variables for social capital includes the same set of variables used in the migration equation, since it is assumed here that the two decisions are taken simultaneously at the household level. The factors that affect migration are therefore also supposed to influence the decision to participate in group associations. Moreover, in agreement with the theoretical literature on social capital (Alesina and La Ferrara, 2000; La Ferrara 2002a) , a measure of heterogeneity in the population is used in the social capital function, providing the role of identifying instrument.
The population heterogeneity can be captured by the index of fragmentation, described above and computed for various dimensions, such as ethnicity, religion, economic activity or 20 education. In this analysis however only the fragmentation in ethnicity and economic activity are used, given that heterogeneity in education and in religion failed to provide good instruments. 8 For heterogeneity in ethnicity, j represents the following races: Albanian, Greek, Roma, Macedonian, Montenegrin, Vllahe and other. For heterogeneity in activity, j represents self employed, worker in a household farm, employed in government, public sector, army or state owned enterprise, employed in a private enterprise or other private company, and unemployed. The geographic units of observation for the computation of the index are the 36 Albanian districts.
As reported in Table A4 , the level of activity heterogeneity in the population is quite high, indicating a 80 percent chance that two individuals in the same district are employed in different activities. On the contrary the average index of ethnic fragmentation is very low, suggesting little evidence of ethnic heterogeneity in Albania. This is not surprising as 98 percent of the population belongs to the Albanian majority ethnic group. 9 For this reason, the preferred measure of heterogeneity is represented by the activity index and the ethnicity index is included only to provide a robustness check. In addition, it can be argued that the higher the ethnic fragmentation in a country, the higher the level of ethnic tension, which then influences a predisposition towards emigration. According to this notion, the index of ethnic fragmentation may fail to exert the role of instrument as it may be correlated with the probability of emigration. However, given that ethnic fragmentation in Albania is very limited, this concern should not represent an issue for this analysis.
The results of the structural model are presented in columns (2) to column (7) of Tables 5   and 6 . The explanatory variables in the social capital equation overall exert well determined effects, which are robust in all the specifications. The coefficient of age is positive, indicating that participation monotonically intensifies with increasing age. This may indicate that siblings of young age increase family duties and reduce the time available for social activities in "young families".
This result is not entirely in agreement with existing studies in that social capital is found to increase with age but then decline. For example, Glaeser et al. (2002) find that social capital displays an inverted U-shape pattern over the life-cycle, with a trough in participation between 40 and 49 years of age. This is interpreted as organization membership being a proxy for the stock of 8 The education fragmentation index resulted not correlated with group participation while the religious heterogeneity was correlated with emigration probabilities and therefore it was not orthogonal to the error process in the migration equation. 9 The theoretical model predicts that heterogeneity negatively influences group participation. Given the low level of ethnic heterogeneity, one may expect very high participation rates in Albania. However, as already noted, this is not the case, as the participation rates in Albania are very low. To reconcile the theoretical prediction and the empirical evidence, one may consider the peculiar economic background of Albania. The sceptical feeling of Albanians towards group associations, developed after the collapse of the communist regime, may constitute a strong determinant that adds to ethnic fragmentation in explaining group participation.
social capital, which depreciates among the elderly. To determine the existence of such effects, the square of age was introduced, but the quadratic effect was not found to be statistically significant.
Participation in female headed households is lower compared to the male headed ones, as women may carry the burden of both job and household care and thus have less time to engage in social organizations. Moreover, women are probably more likely to exploit informal social networks, rather than the formal types. Education increases participation, with the coefficient of years of completed schooling being positive and statistically significant. The same effect is found in Alesina and La Ferrara (2000) , Glaeser et al. (2000) , Glaeser et al (2002) and La Ferrara (2002a) . This is consistent with the idea that more educated people have higher confidence in their ability to influence social political decisions and for this reason they are more likely to be involved in social interactions. In addition, this result emphasizes the possibility that schools are an important place for teaching social skills as well as that larger benefits from social interactions result with a higher level of human capital. Urban families are more likely to invest in social capital, suggesting that social meeting are more easily performed in cities rather than in remote rural areas. Urban public transportation connections may facilitate interactions and increase the variety of organizations, which may better suit individual preferences.
The negative relationship between wealth and social capital may indicate that, when financial markets are imperfect, the households eventually recourse to social capital to overcome liquidity constraints. Richer households are not financially constrained and do not need to employ this strategy in case of need. Moreover, Glaeser et al. (2002) suggest that for higher opportunity costs of time, the level of social capital might decline, and this produces a negative association between income and social capital. Nevertheless, their empirical evidence does not support this view, as the estimated coefficient of household income yields a positive sign in the analysis. The positive link between the probability of being member of a group and household income is also reported in Alesina and La Ferrara (2000) and Glaeser et al. (2000) , indicating that in their analysis social capital is a normal good. In La Ferrara (2002a) the relationship between wealth, proxied by a non-productive asset index, and social capital not only is increasing but is also concave, as suggested by the positive coefficient of wealth and the negative coefficient of its square. Finally, the coefficients of land and its square indicate that families owning plots of agriculture land are more likely to join social groups and that the relationship is concave.
The estimated coefficient of the activity fragmentation, reported in columns 2 of Tables 5   and 3 .6 is negative. As anticipated and in agreement with the theoretical background, the probability of participating in social groups reduces with more fragmented communities, even if the coefficient is marginally insignificant in the temporary migration specification. As a robustness check, in columns 4, activity fragmentation is replaced by ethnicity fragmentation. Not only do the heterogeneity coefficients remain negative and well determined in all specifications, but the coefficients of the other covariates are not affected by the use of the alternative identifying instruments. Finally, when both measures are introduced, their coefficients remain negative and there is little material change to the estimated effects of interest.
As already discussed, the ethnicity fragmentation may not be independent of the migration decision, as ethnic sorting as well as ethnic tension may represent motivations for emigration. To provide evidence of the validity of both instruments, the fragmentation indices are introduced into a migration probit model. The tests on the significance of the coefficients may corroborate their usefulness in the current application. As indicated by the orthogonality test, provided in the Tables   5 and 6 , the instruments are orthogonal to the error process in the migration equations, providing support to the identification of the rho term.
Turning to the migration estimates, the effect of the covariates can be evaluated in terms of their marginal effects. It should be noted that three types of marginal effects can be computed in a bivariate probit model, namely the marginal effect based on the marginal probability, the marginal effect based on the joint probability and the marginal effect based on the conditional probability. In this analysis, the first represents the marginal effect of the covariates on the unconditional probability of migrating. The second is the effect on the joint probabilities of migrating and participating in a group, while the third is the effect on the probability of migrating, conditional on participating in social groups. Appendix B provides a detailed description of the different formulae.
For comparison purposes with the single probit estimation, only the marginal effects based on the marginal probabilities will be discussed. The computed marginal effects are reported in Table A5 . For some variables a substantial variation occurs compared to the single probit estimation. The coefficients of the education variable are now negative and statistically significant, both in the temporary and in the permanent migration specifications, suggesting that human capital is not a critical asset for emigration in the Albanian context. The marginal effect based on the marginal probabilities indicates that an additional year of schooling of the head is associated with respectively 0.1 and 0.2 percentage point decrease in temporary and permanent emigration. This is a common finding when migrants face low returns to migration in a foreign market and when international destinations are at short distance (Hatton and Williamson, 2004) . This feature characterises emigration from Albania and is also well documented for Mexico-US migration (Mora and Taylor, 2005; Taylor, 1987; Winters et al., 2001) . Even if migrants from Albania used to be endowed with higher than average education, in more recent years this feature reversed, as a larger number of less educated individuals migrated. The deterioration of the level of education among migrants is due to the fact that older cohorts, endowed with less education, add to the mass of movers, as a consequence of economic hardship (World Bank, 2007 ). The present study, which considers the most recent wave of emigration, confirms this finding.
Compared to the mountain regions, temporary emigration is less likely to occur from coastal areas, while permanent emigration from central regions. Families from coastal and central areas are respectively 0.7 percentage point more likely to migrate temporarily and 1.5 percentage point more likely to migrate permanently, on average and ceteris paribus.
Finally, the interpretation of the estimated correlation coefficient ρ has importance in that it represents a test on the exogeneity of the social capital variable. If ρ is not statistically different from zero, social capital is assumed exogenous and the model collapses into two separate independent probit models. The Wald tests on the significance of ρ  dictates the choice of the appropriate methodology for temporary and permanent migration. In particular, the test on the one hand indicates that two independent equations should be applied for temporary migration, and on the other it supports the use of a bivariate model for estimating the effect of social capital on permanent migration. In the latter case, the estimated correlation across the errors in the two equations suggests that the unobservables that determine social capital and permanent migration are negatively correlated. Given the significant correlation, a single probit model for permanent migration yields biased estimates as it misleadingly attributes part of the effect of the unobservables to social capital. The effect of the unobservables appears to counteract the social capital effect, producing a downward bias in the coefficient from a single probit model.
In summary, the analysis suggests that families participating in social organizations are more likely to send siblings abroad permanently. In particular, the marginal effect based on the use of the marginal probabilities indicates that participation in social groups augments the probability of permanent migration by 11 percentage points (Table A5 ). It is possible that families receive from the social network important information that is crucial for emigration and hence social capital performs a role that complements permanent emigration. A different picture emerges for temporary migration. Social capital is associated with a lower probability of moving temporarily. This may indicate that families rely on social capital rather than temporary circular migration to overcome contingent liquidity constraint and therefore social capital is a substitute for temporary migration.
The preliminary descriptive analysis in Section 3, reveals that the information and help for temporary migration is provided by family and friends at destinations, rather than by contacts in
Albania. This corroborates the hypothesis that social capital does not represent an informative resource for temporary moves.
The theory on social capital suggests that the relationship between social capital and migration may be twofold. On the one hand, as just assessed, social capital influences migration, but on the other migration may influence social capital in that "social capital depreciates when people leave their community" (Glaeser et al. 2002) . In this regard, a variable proxing for the community level of migration is introduced. The variable that is designed to proxy for this effect captures the existence of out-migration from the community. This variable is computed from a qualitative question rather than through counting the effective proportion of out-migration from the community. 10 Table 7 reports the estimates.
The community migration variable has the expected sign, as a higher community migration reduces social capital. In particular, the computed marginal effect based on the marginal probability reveals that living in communities which experience out-migration reduces the probability of group participation by four percentage points. This effect is consistent with the evidence in Glaeser et al. 2002 , where mobility through migration negatively influences the number of organizations in which one participates. It is worth noting that the estimated coefficients of the other covariates are robust to the inclusion of the community migration variable, as the coefficients remain stable in terms of both its magnitude and significance. 
Types of organization
The group participation measure did not distinguish between the types of association a household belongs to. However, it has been recognized that some organizations are characterized by a higher co-operative nature than others. For example, Knack and Keefer (1997) discriminate religious, education, art and youth organizations on the one hand, and welfare, trade union and professional ones on the other. The latter appear to act as rent-seeking organizations, whereas the former are more prone to involve social interactions, which are beneficial for trust building and co-operative behaviour.
This distinction would ideally enhance the previous analysis, in that the link between migration and membership in co-operative groups can be assessed. Unfortunately, the decomposition of social capital into sub-groups introduces a problem of small cell sizes, as the joint event of migration and sub-groups participation occurs in a very limited number of cases. For this reason, the analysis cannot be developed further.
Summary and Conclusion
The paper studies the relationship between social capital and household out-migration from Albania. In particular the analysis attempted to determine whether the participation in social organizations, which are commonly defined as a form of social capital, represents a complement or a substitute for emigration. The nature of the relationship depends on the motivations behind the two choices, which induce the households to join a group and to invest in migration.
In the case where the two decisions are driven by common underlying factors, such as risk reduction or the relaxation of financial constraints, it can be expected that social capital and migration act as substitutes for one another. In this perspective, participation in social organizations and migration are alternative mechanisms to achieve one goal. On the contrary, insofar as the decision to participate in social capital activities reflects the need to share information, migrant households may benefit from the existence of such informative networks and social groups can act as a channel to spread important information that facilitates migration. Under this circumstance, migration and social capital may perform a role of complements for one another.
Two types of international migration have been analysed in this study. These are short period temporary migration of the household head and permanent migration, characterised by a longer duration abroad and eventually no-return to the place of origin. The empirical analysis based on a univariate probit suggests that the participation in social organizations reduces the probability of temporary migration by 0.4 of a percentage point, on average and ceteris paribus. This negative relationship can derive from the fact that social capital substitutes for temporary migration. In Albania temporary migration is often characterised by frequent back and forth movements between host and home countries, which may occur in case of liquidity needs. Families in case of adverse shocks eventually recourse to social capital and treat it as an alternative to temporary migration, in order to overcome contingent liquidity constraints.
A second finding is that the error terms in the permanent migration and in the group participation functions are correlated. Therefore, the casual effect of social capital on permanent migration may be driven by unobservable common features which, in the first instance, determine the participation in a specific group and influence the behaviour within the group. On the contrary, such a correlation is not evident for temporary migration. The bivariate probit estimation for permanent migration reveals that families participating in social organizations are more likely to send siblings abroad permanently. The participation in social groups augments the probability of permanent migration by 11 percentage points. It is possible that families receive from the social network important information that is crucial for permanent emigration of the siblings and hence social capital performs a role as complement to permanent emigration.
Other empirical findings are that education has either no or even a negative effect on migration, suggesting that human capital is not a critical asset for temporary and for permanent migration in the Albanian context. Wealthier households are less likely to migrate, both permanently and temporarily, but the magnitude of the effect appears negligible. Well-off families have eventually less need of capital through migration, and only those families living in poverty recourse to migration as a means to escape from it. Controlling for wealth, the ownership of land positively influences the probability of both types of migration. This may indicate that land ownership increases the need for capital, to engage productive activities in rural areas.
In agreement with the theoretical background, participation in social groups is found to reduce in more fragmented communities.
Social capital is a valuable asset for households, as informal arrangements are among the set of strategies that households employ to cope with risks under weak formal institutions. This asset represents a risk free and cost-free mechanism that helps families achieve a better and more secure standard of living. On the contrary, despite its large benefits, migration imposes heavy social costs.
The separation of families due to migration may create problems to all generations of children, This would help Albanians overcome their sceptical feeling against associations, which remind them the old times of the socialist cooperatives. 
Appendix A
where p M and p NM represents, respectively, the proportion of migrant and non-migrant families in each category; p represents the fraction of families in each category: it is computed as the sum of the absolute number of migrant families and the absolute number of non-migrant families for each category divided by the total number of families.
M n denotes the number of migrant families while NM n denotes the number of non-migrant families, which is respectively 157 and 2,816. Notes: columns (1) and (2) produces the marginal effect of single equation migration probit. Columns (3) and (4) produce the marginal effect based on the marginal probability in a bivariate probit model, where y 1 refers to migration outcome. Columns (5) and (6) produce the marginal effect on the joint probability of migration and group participation, where y 1 refers to migration outcome and y 2 to group participaton. Columns (7) and (8) produce the marginal effect on the conditional probability The marginal effect of land in the probit is computed as:
, where β L is the coefficient of land, β Lsq is the coefficient of land squared, L is the sample mean of land, φ (.) is the pdf and X'β is the linear prediction. The marginal effect of land based on the marginal in the bivariate probit is computed as:
, whereX 1 'β 1 , β 1L and β 2L are respectively the linear prediction, the coefficient of land, and the coefficient of land squared in the migration equation. The marginal effect of land on the joint probability in the biprobit model is given by:
, where the curly brackets correspond to the curly brackets in equation (2) of Appendix B, where β 1L and β 2L are the coefficient of land respectively in the migration and social capital equations, β 1Lsq and β 2Lsq are the coefficient of land squared in the two equations. The marginal effect of land on the conditional probability in the biprobit model is given by:
, where the curly brackets correspond to the curly brackets in equation (3) 
where
} and the subscripts 1 and 2 are reversed to obtain g 2 27 Notes: in the sample 676 households participate in social groups, while 2,418 do not participate. The non-parametric zscore is performed on the difference in proportion between the association membership and the non-membership, within the different migration categories. See the note to Table A1 for the statistics of the test. 
